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34-1113-83
A bill to be entitled

1
2

An act relating to telephone companies;

3

creating s. 364.037, Florida Statutes;

4

authorizing consideration of directory

5

advertising revenues in rate setting; amending

6

s. 364.05(4), Florida Statutes; providing that

7

effectiveness of certain rates is

8

discretionary; creating s,' 364.059, Florida

9

Statutes; providing for limited proceedings;

10

amending s. 364.07(2), Florida Statutes;

11

providing powers of the Florida Public Service

12

Commission with respect to intrastate

13

interexchange service contracts; creating s.

14

364.285, Florida Statutes; providing for

15

administrative penalties; amending s. 364.33,

16

Florida Statutes; clarifying requirement of

17

certificate; adding s. 364.335(6), Florida

18

Statutes, 1982 Supplement; providing for

19

duplicative mobile radio service; amending s.

20

364.337, Florida Statutes, 1982 Supplement;

21

providing powers of the commission with respect

22

to duplicate telephone service; providing an

23

effective date.
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24
251 Be It Enacted by the Legislature of the State of Florida:
26
27
281
29

Section 1.

Section 364.037, Florida Statutes, is

created to read:
364.037

Revenues derived from telephone directory

301 advertising.--The commission may consider revenues derived
31
1
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1

from advertising in telephone directories when establishing

2

rates for telecommunications services.

3
4
5

Section 2.

Subsection (4) of section 364.05, Florida

Statutes, is amended to read:
364.05

61

charges.--

71

(4)

Changing rates, tolls, rentals, contracts, or

Pending a final order by the commission in any

Bl- rate proceeding under this section, the commission may
91

withhold consent to the operation of all or any portion of the

101

new rate schedules, delivering to the telephone company

111

requesting such increase, within 60 days, a reason or written

121

statement of good cause for withholding its consent.

131

consent shall not be withheld for a period longer than 8

141

months from the date of filing the new schedules.

151

rates or any portion not consented to may eha!! go into effect

161

under bond or corporate undertaking at the end of such period,

171

but the commission shall, by order, require such telephone

181

company to keep accurate account in detail of all amounts

191

received by reason of such increase, specifying by whom and in

201

whose behalf such amounts were paid and, upon completion of

211

hearing and final decision in such proceeding, shall by

22 I

further order require such telephone company to refund with

231

interest at a fair rate, to be determined by the commission in

241

such manner as it may direct, such portion of the increased

251

rate or charge as by its decision shall be found not

261

justified.

271

patrons or customers of the telephone company shall be

281

refunded or disposed of by the telephone company as the

29

commission may direct; however, no such funds shall accrue to

30

the benefit of the telephone company.

31

take final commission action in the docket and enter its final

Such

The new

Any portion of such refund not thus refunded to

The commission shall

2
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34-1113-83
l order within 12 months after the commencement date for final
t
2 agency action. As used in this section, "commencement date

31 for final agency action" means the date upon which it has been

41 determined by the commission or its designee that the

SI t�lephone company has filed with the clerk the minimum filing
requirements as established by rule of the commission.

6

30 days after receipt of the application, rate request, or

7

8
9

Within

1

other written document for which the commencement date for

final agency action is to be established, the commission or

101 its designee shall either determine the commencement date for
111 final agency action or issue a statement of deficiencies to
121 the applicant, specifically listing why the applicant has
13

failed to meet the minimum filing requirements.

The statement

141 of deficiencies shall be binding upon the commission to the
151 extent that, once the deficiencies in the statement are

161 satisfied, the commencement date for· final agency action shall

171 be promptly_established as provided in this section.

181 Thereafter, within 15 days after the applicant indicates to

191 the commission that it believes that it has met the minimum

201 filing requirements, the commission or its designee shall

211 either determine the commencement date for final agency action
221 or specifically enumerate in writing why the requirements have

23

24

25

26

27

28

not been met, in which case this procedure shall be repeated

until the commencement date for final agency action is

established.

When the commission,initiates a proceeding, the

commencement date for final agency action shall be the date
upon which the order initiating the proceeding is issued.
Section 3.

Section 364.059, Florida Statutes, is

29

created to read:

31

own motion, the commission may conduct limited proceedings to

30

364.059

Limited proceedings.--Upon petition or by its
3
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1

consider, and act upon, any matter within its jurisdiction,

21

including any matter the resolution of which requires a

31

utility to adjust its rates.

41

the issues to be considered during such a proceeding and may

SI

d�ny any request to expand the scope of the proceeding to

61

7

SI
91
101
11

The commission shall determine

include other matters.
Section 4.

Subsection (2) of section 364.07, Florida

Statutes, is amended to read:
364.07

Joint contracts; intrastate interexchange

service contracts te±± �eveR�e eettiemeRt a��eemeRte.-(2)

The commission is authorized to review contracts

121

for joint provision of intrastate interexchange service and

131

may �Rt�aetate teii eettiemeRt ag�eemeRte aRa disapprove any

141

such contract ag�eemeRt if such contract ag�eemeRt is

15

detrimental to the public interest.

16

require the filing of all necessary reports and information

17

pertinent to

18

�eveR�e eett±emeRte.

19

adjudicate disputes among telephone companies regarding such

20

contracts or the enforcement therof �Rt�aetate

21

teieeemm�R�eat�eRe eett±emeRte.

22

commission may assess interest at a rate it determines.

23
24
25

The commission may also

joint provision contracts �Rt�aetate te±±

Section 5.

The commission is also authorized to

In such disputes, the

Section 364.285, Florida Statutes, is

created to read:
364.285

Penalties.--The commission shall have the

26

power to impose upon any entity subject to its jurisdiction

27

under this chapter that is found to have refused to comply

28

with or to have willfully violated any lawful rule or order of

29

the commission or any provision of this chapter a penalty for

30

each offense of not more than $5,000, which penalty shall be

31

fixed, imposed, and collected by the commission; or the
4
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1

commission may, for any such violation, amend, suspend or

2

revoke any certificate issued by the commission.

3

that such refusal or violation continues shall constitute a

4

separate offense.

5

and personal property of the entity, enforceable by the

6

commission as a statutory lien under chapter 85.

7

penalties shall be deposited in the General Revenue Funds

8

unallocated.

9
10
11

Section 6.

Each day

Each penalty shall be a lien upon the real
Collected

Section 364.33, Florida Statutes, is

amended to read:
364.33

Certificate of necessity prerequisite to

12

construction, operation or control of telephone line, plant,

13

system.--No person shall hereafter begin the construction or

14

operation of any telephone line, plant or system, or any

15

extension thereof, or acquire ownership or control thereof,

16

whatever manner, including the acquisition, transfer, or

17

assignment of majority organizational control or controlling

18

stock ownershiE e��he� a��ee�±Y e� �Ra��ee�±Y, without first

19
20

obtaining from the commission a certificate that_ the present
or future public convenience and necessity require or will

21

require such construction, operation or acquisition; provided

22

ss. 364.32-364.40 shall not require, nor shall it be so

23

construed as to require, any such person to secure a

24

certificate for an extension within any municipality within

25

which such person has heretofore lawfully commenced

26

operations, or for any extension within or to territory

27

already served by such person, necessary in the ordinary

28

course of business, or for substitute facilities within or to

29

any municipality or territory already served by such person,

30

or for any extension into territory contiguous to that already

31

served by such person and not re�eiving similar service from
5
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11

2

another such person when no certificate of convenience and
necessity has been issued to or applied for by any other

31 person, or·for the acquisition and operation of any line,
41

plant or system heretofore constructed or hereafter

5 I co.nstructed under authority of a certificate of convenience
61 and necessity hereafter issued or for the construction of

71

8

91
101

which no such certificate was, under the provisions of this
law, required.
Section 7.

Florida Statutes, 1982 Supplement, to read:

111

364.335

121

(6)

13 I

Subsection (6) is added to section 364.335,

Application for certificate.--

Notwithstanding any provision of this section to

the contrary, the commission may grant a certificate to a

141 company which will be providing duplicative or competitive
151 cellular mobile radio telephone service.
161

Section 8.

Section 364.337, Florida Statutes, 1982

171 Supplement, is amended to read:
181

364.337

191

(1)

Duplicative or competitive services.--

For any Wflefl �fie ee!Ml¼ee¼efl g�afl�5 a ee��¼f¼ee�e

201

�e a telephone company or for any type of service provided by

211

a telephone company that is duplicative of, or in competition

221 with e� �fia� a��i¼ea�ee �fie ee�v¼eee ��ev¼aea ey another
23 I

telephone company or service, the commission, if it finds that

241

such action is consistent with the public interest, may:

251

(a)

Prescribe different requirements for the company

261

or se�vice than are otherwise prescribed for telephone

27 I

companies; or

28
29

(b)

Exempt the company from some or all of the

requirements of this chapter.

30
31
6
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l

2

3

4
5

In determining whether the actions authorized by

(2)

subsection (1) are consistent with the public interest, the
commission may Bflaii consider:

The number of firms providing the service;

(a)
(b)

6

other firms;

8

suppliers;

7

9

The geographic availability of the service from

(c)

The quality of service available from alternative

(d)

The effect on telephone service rates charged to

(e)

Any other factors that the commission considers

10

customers of other companies; and

12

relevant to the public interest.

11

13
14

15

16

17
18

19
20

21

Section 9.

This act shall take effect October 1, 1983.

*****************************************
SENATE SUMMARY

Authorize.s the Florida Public Service Commission to
consider directory advertising revenues in setting
telephone rates. Provides that the effectiveness of
rates not consented to by the commission is
discretionary. Provides for limited proceedings.
Provides for review of intrastate interexchange service
contracts. Provides for administrative penalties.
Authorizes approval of certain duplicate service.

22

23

24

25 .1

26i
27,
28

29
30

31

7
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SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT
ANALYST
1.
2.
3.

STAF

Branningi;,0

CTOR
?#Jt
Martin

SUBJECT:

reproduced by
FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE
R. A. GRAY BUILDING
Tallahassee, FL 32399-0250
/P

Carton

Com.
G.O.

SB 0813 by
Senator Gersten

SUMMARY:
A,

Series

1.
2.
3.

ACTION

BILL NO. AND SPONSOR:

Telephone Companies

I.

REFERENCE

I .2 g 2..

Present Situation:
Chapter 364, Florida Statutes, provides for the regulation of
telephone companies in Florida by the Public Service Commission
(PSC). Section 364.03, Florida Statutes, requires that the
rates, tolls, contracts and charges of telephone companies be
fair, just, reasonable, and sufficient. When determining the
rates to be charged by a telephone company, section 364.035,
Florida Statutes, requires the PSC to consider the following
criteria:
(1)

Efficiency, sufficiency, and adequacy of facilities;

(2) Energy conservation and the efficient use of alternate
resources;
(3)· Ability to improve service and facilities; and
(4)

Value of service.

Currently, the PSC includes the revenues, investment and
associated costs of directory advertising in a telephone
company's net operating income and rate base when establishing
and setting rates. Southern Bell has recently appealed the
inclusion of directory revenues in the rate base alleging that
the PSC has exceeded its jurisdiction. That case is currently
pending before the Florida Supreme Court.
Section 364.05, Florida Statutes, contains the procedure for
filing rates and rate change requests, commonly referred to as
the "file and suspend law." The PSC has 60 days in which to
act on a petition for rate changes. If the PSC desires to
withhold consent, it must indicate the reason. This consent
cannot be withheld for a period longer than 8 months. If no
order is issued at the end of 8 months, the telephone company
must place the new rates into effect under bond or corporate
undertaking subject to refund until a final order is issued by
the PSC. A final order must be issued within 12 months after
the commencement date for final agency action.
The PSC, on occasion, conducts a proceeding pertaining to a
limited number of issues. Usually, these are generic issues
that pertain to the industry as a whole and not just to any one
particular company.
Section 364.07, Florida Statutes, authorizes the PSC to review
and approve all intrastate toll settlement agreements, which
must be filed with the commission, and to adjudicate disputes
regarding settlements.
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The commission, pursuant to section 350.127, Florida Statutes,
has the authority to fine or penalize any regulated company
under its jurisdiction for violation of any commission rule or
order, or any statute administered by the Commission. However,
the Commission does not have the authority to fine or penalize
a telephone company which is subject to regulation, but refuses
to apply for a certificate.
Section 364.33, Florida Statutes, requires that whenever the
ownership or control of a telephone company changes, a new
certificate must be obtained. Currently, there appears to be
some disagreement concerning what kinds of organizational
changes will trigger the need for a new certificate.
The PSC has the jurisdiction to regulate companies engaged in
cellular mobile radio telephone service except for those areas
of regulation preempted by the F.C.C. Basically, the PSC will
regulate the rates and services of these companies for which a
certificate of convenience or necessity will be required.
A certificate can be issued to a telephone company which
provides any type of service which is in competition with
another telephone company. In granting such a certificate, the
commission may prescribe different requirements for that
telephone company or it may exempt that telephone company from
any or all of the requirements of chapter 364, Florida
Statutes, using certain prescribed guidelines.
B.

Effect of Proposed Changes:
The bill provides the PSC with the express statutory authority
to consider the revenues derived from advertising in telephone
directories when establishing rates.
Telephone companies would have the option of placing proposed
new rates into effect after the 8-month suspension period.
Under this bill, the commission would be able to conduct
limited proceedings on any matter within its jurisdiction,
including rate adjustments for any specific telephone company.
In addition, the PSC could deny any request to expand the scope
of the proceeding.
Under the AT & T antitrust settlement, changes in the
telecommunications industry have made intrastate toll
settlement agreements obsolete. This bill authorizes the PSC
to review contracts for joint provisions of intrastate
interexchange service, the successor to intrastate toll
settlement agreements.
The PSC is authorized to fine or penalize any entity under its
jurisdiction which violates a commission's order, rule, or
statute, regardless of whether or not it has a certificate of
convenience or necessity.
This bill clarifies the provisions of chapter 364, Florida
Statutes, relating to changes in telephone company ownership or
control which require a certificate change.
Explicit authority to regulate competing or duplicative
cellular mobile radio telephone services is granted t-o the
commission.

II.

ECONOMIC IMPACT AND FISCAL NOTE:
A.

Public:
This bill codifies what the PSC is currently doing regarding
telephone directory advertising revenues. If the Supreme Court
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were to rule in Southern Bell's favor and no statutory
authority was provided to the PSC to include such revenues,
then the ratepayer would have to bear the burden of that lost
revenue. As written, however, the bill has no substantial
impact in that area since it merely ref lects the PSC's current
practices.
By allowing a telephone company the option of whether or not to
put proposed rates into effect at the end of the 8-month
suspension period, eliminates the situation where a telephone
company would have to issue refunds to the ratepayers. This
can be costly to the telephone company in terms of both
administrative and interest expenses. Such costs are usually
passed on to the ratepayer.
According to a PSC spokesman, it is anticipated that the
provision al lowing limited proceedings will lengthen the time
between telephone company full rate cases. These can be very
costly in terms of time and expenses to not only the telephone
company, but also to the PSC. Such expenses are ultimately
borne by the ratepayer.
B.

Government:
The new penalty provision would allow the commission to deal
with violations by an uncertificated company on an
administrative level rather than to seek judicial relief which
is more costly and time-consuming. Ratepayers ultimately
benefit when violations are dealt with in a timely fashion.

III.
IV.

COMMENTS:
AMENDMENTS:

CS for SB 813
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A bill to be entitled

1
2

An act relating to telephone companies;

3

creating s. 364.037, Florida Statutes,

4

requiring the Public Service Commission to

5

consider certain directory advertising revenues

6

in establishing rates; amending s. 364.05(4),

7

Florida Statutes, allowing certain rates to

8

become effective under certain conditions;

9

amending s. 364.07(2), Florida Statutes,

10

authorizing the Public Service Commission to

11

review intrastate interexchange service

12

contracts and take certain actions; creating s.

13

364.285, Florida Statutes, authorizing the

14

Public Service Commission to impose certain

15

penalties; providing that such penalties become

16

liens on certain property; providing for the

17

deposit of such penalties in the General

18

Revenue Fund unallocated; amending s. 364.33,

19

Florida Statutes, requiring a certificate of

20

necessity for persons obtaining ownership or

21

control of certain telephone property; adding

22

subsection (6) to s. 364.335, Florida Statutes,

23

1,982 Supplement, relating to duplicative or

24

competitive cellular mobile radio telephone

25

service; providing for future review and

26

repeal; providing an effective date.

27
28

Be It Enacted by the Legislature of the State of Florida:

29
Section 1.

30
31

Section 364.037, Florida Statutes, is

created to read:
1
CODING: Word• in� � type are deletion• from ui•ting law; word1 underlined are additions.
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364.037

l

(1)

2

Telephone directory advertising revenues.-

The commission shall consider revenues derived

from advertising in telephone directories when establishing

3

rates for telecommunication services.

4

When establishing such

51 rates, the gross profits from all directory advertising in a

61 company's local franchise area shall be allocated between the

71 regulated and nonregulated portions of the company's operation

81 as provided in this section.
91

(2)

Gross profits derived from directory advertising

10 to be included in the calculation of earnings for rate-making
1
11 purposes shall be the amount of gross profits derived from
121 directory advertising during the year 1982 adjusted, for each
131 subsequent year, by the Consumer Price Index as published by

14

the United States Department of Commerce aod by customer

16

derived from directory advertising in the local franchise area

growth or, if lesser, the amount of gross profits actually

15

for the year.

17

(3)

18

Gross profits derived from directory advertising

191 to be allocated to a company's nonregulated operation shall be
201 the gross profits in excess of the adjusted 1982 amount, as

211 determined in accordance with subsection (2).
221

(4)

For the purpose of this section, the amount of a

231 telephone company's gross profits from directory advertising
241 for the year 1982 shall be the actual gross profits derived
251 from such advertising for that year.

If, however, a telephone

261 company's expense to furnish directories in 1982 exceeded 40
271 percent of the gross revenues derived from its directory

281 advertising, the company's 1982 level of gross profits shall

291 be adjusted to reflect a cost of 40 percent of its 1982 gross
30

31

1

revenues.

This adjusted 1982 gross profit level shall be
2
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11

2
3

CS for SB 813

utilized, in lieu of actual 1982 gross profits, when making
the calculations in subsection (2).
(5)

Any profits associated with providing dire�tory

41 advertising service outside the company's franchise area shall
SI not be considered when determining gross profits derived from
61 directory advertising for rate-making purposes.

Any

71 investment or expenses associated with providing directory

81 advertising service outside the company's franchise area shall
91 not be recovered through rates for telephone service.
101

(6)

Notwithstanding any provision of this section to

111 the contrary, no less than two-thirds of the total gross

121 profits from directory advertising within its local franchise
131 area for any year shall be included in the regulated portion

141 of a company's operation when establishing rates.
15
16
17
18
19

Section 2.

Subsection (4) of section 364.05, Florida

Statutes, is amended to read:
364.05

Changing rates, tolls, rentals, contracts, or

charges.-(4)

Pending a final order by the commission in any

201 rate proceeding under this section, the commission may

211 withhold consent to the operation of all or any portion of the
221 new rate schedules, delivering to the telephone company
231 request�ng such increase, within 60 days, a reason or written
241 statement of good cause for withholding its consent.

Such

251 consent shall not be withheld for a period longer than 8
261 months from the date of filing the new schedules.

The new

271 rates or any portion not consented to may, at the option of
281 the com.P.e!!Y..,_ efta¼¼ go into effect under bond or corporate
291 undertaking at the end of such period, but the commission
301 shall, by order, require such telephone company to keep
311 accurate account in detail of all amounts received by reason
3
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1

of such increase, specifying by whom and in whose behalf such

3

decision in such proceeding, shall by further order re�ire

amounts were paid and, upon completion of hearing and final

2

4

such telephone company to refund with interest at a fair rate,

6

direct, such portion of the increased rate or charge as by its

8

refund not thus refunded to patrons or customers of the

to be determined by the commission in such manner as it may

5

decision shall be found not justified.

7

Any portion of such

telephone company shall be refunded or disposed of by the

9

telephone company as the commission may direct; however, no

10
11

such funds shall accrue to the benefit of the telephone

13

the docket and enter its final order within 12 months after

15

this section, "commencement date for final agency action"

company.

12

The commission shall take final commission action in

the commencement date for final agency action.

14

As used in

means the date upon which it has been determined by the

16

commission or its designee that the telephone company has

17

filed with the clerk the minimum filing requirements as

18
19

established by rule of the commission.

Within 30 days after

20

receipt of the application, rate request, or other written

22

action is to be established, the commission or its designee

24

action or issue a statement of deficiencies to the applicant,

21

23

25

document for which the commencement date for final agency

shall efther determine the commencement date for final agency
specifically listing why the applicant has failed to meet the

261· minimum filing requirements.

The statement of deficiencies

271 shall be binding upon the commission to the extent that, once
28

29

1

the deficiencies in the statement are satisfied, the

commencement date for final agency action shall be promptly

301 established as provided in this _section.

Thereafter, within

311 15 days after the applicant indicates to the commission that
4
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it believes that it has met the minimum filing requirements,

2

the commission or its designee shall either determine the

3

commencement date for final agency action or specifically

4

enumerate in writing why the requirements have not been met,

5

in which case this procedure shall be repeated until the

6

commencement date for final agency action is established.

7

When the commission initiates a proceeding, the commencement

8

date for final agency action shall be the date upon which the

9

order initiating the proceeding is issued.

10
11
12
13
14

Section 3.

Subsection (2) of section 364.07, Florida

Statutes, is amended to read:
364.07

Joint contracts; intrastate interexchange

service contracts tell Peventte se��lement a�Peemenie.-(2)

The commission is authorized to review contracts

15

for joint provision of intrastate interexchange service

161

�ntPaeiaie tell eet�lement a�Peemen�e and may disapprove any

17

such contract a�peemeni if such contract a�Peemeni is

18

detrimental to the public interest.

19

require the filing of all necessary reports and information

201

pertinent to joint provision contracts �niPaeiaie iell Peventte

The commission may also

21
1

eeiilemenie.

23
1

the enforcement thereof �niPaeia�e ieleeefflfflttft�eai�ene

22

The commission is also authorized to adjudicate

disputes among telephone companies regarding such contracts or

24

eei�lemen�e.

251

interest, at a rate it shall determine.

261
271
28

In such disputes, the commission may assess

Section 4.

Section 364.285, Florida Statutes, is

created to read:
364.285

Penalties.--The commission shall have the

29

power to impose upon any entity subject to its jurisdiction

30

under this chapter that is found to have refused to comply

31

with or to have willfully violated any lawful rule or order of
5
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the commission or any provision of this chapter a penalty for

1

each offense of not more than $5,000, which penalty shall be

2

fixed, imposed, and collected by the commission; or the

3

commission may, for any such violation, amend, suspend or

4

revoke any certificate issued by the commission.

5

Each day

that such refusal or violation continues shall constitute a

6

separate offense.

7

Each penalty shall be a lien upon the real

and personal property of the entity, enforceable by the

8

commission as a statutory lien under chapter 85.

9

Collected

penalties shall be deposited in the General Revenue Fund

10

unallocated.

11

Section 5.

12

Section 364.33, Florida Statutes, is

13

amended to read:

15

construction, operation or control of telephone line, plant,

364.33

14

Certificate of necessity prerequisite to

16

system.--No person shall hereafter begin the construction or

18

extension thereof, or acquire ownership or control thereof, in

17

19

operation of any telephone line, plant or system, or any

whatever manner, including the acquisition, transfer, or

201

assignment of majority organizational control or controlling

22

obtaining from the commission a certificate that the present

211 stock ownership ei��eP siPee�iy ep insiPee�iy, without first

23

1

or future public convenience and necessity require or will

241 require such construction, operation or acquisition; provided
251 ss. 364.32-364.40 shall not require, nor shall it be so

261 construed as to require, any such person to secure a

271 certificate for an extension within any municipality within

281

291

301

which such person has heretofore lawfully commenced

operations, or for any extension within or to territory

already served by such person, necessary in the ordinary

311 course of business, or for substitute facilities within or to
6
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any municipality or territory already served by such person,

2

or for any extension into territory contiguous to that already

41

another such person when no certificate of convenience and

3

served by such person and not receiving similar service from

SI necessity has been issued to or applied for by any other

61 person, or for the acquisition and operation of any line,

71 plant or system heretofore constructed or hereafter

81

9

constructed under authority of a certificate of convenience

and necessity hereafter issued or for the construction of

101 which no such certificate was, under the provisions of this
11

law, required.

13

Florida Statutes, 1982 Supplement, to read:

Section 6.

12

14

151

364.335
(6)

Subsection (6) is added to section 364.335,

Application for certificate.--

Notwithstanding any provision of this section to

161 the contrary, the commission may grant a certificate to a

171 company which will be providing duplicative or competitive

181 cellular mobile radio telephone service.
191

Section 7.

Each section which is added to chapter 364,

201 Florida Statutes, by this act is repealed on October 1, 1989,
21

22

1

23

24

and shall be reviewed by the Legislature pursuant to s. 11.61,
Florida Statutes.

Section 8.

This act shall take effect October 1, 1983.

25

26

27
28
29

30

31

7
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STATEMENT OF SUBSTANTIAL CHANGES CONTAINED IN
COMMITTEE SUBSTITUTE FOR SENATE BILL 813
The committee substitute differs from the original bill in the
following ways:
1)

Provides a method for considering directory advertising
revenues when establishing rates.

2)

Deletes the provisions relating to limited proceedings.

3)

Deletes the reference to the provisions relating to prescribing
different requirements for-·bompeting services.
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REFERENCE

STAFF DIRECTOR

Present Situation:
Chapter 364, Florida Statutes, provides for the regulation of
telephone companies in Florida by the Public Service Commission
(PSC). Section 364.03, Florida Statutes, requires that the
rates, tolls, contracts and charges of telephone companies be
fair, just, reasonable, and sufficient. When determining the
rates to be charged by a telephone company, section 364.035,
Florida Statutes, requires the PSC to consider the following
criteria:
(1)

Efficiency, sufficiency, and adequacy of facilities;

(2) Energy conservation and the efficient use of alternate
resources;
(3)·

Ability to improve service and facilities; and

(4)

Value of service.

Currently, the PSC includes the revenues, investment and
associated costs of directory advertising in a telephone
company's net operating income and rate base when establishing
and setting rates. Southern Bell has recently appealed the
inclusion of directory revenues in the rate base alleging that
the PSC has exceeded its jurisdiction. That case is currently
pending before the Florida Supreme Court.
Section 364.05, Florida Statutes, contains the procedure for
filing rates and rate change requests, commonly referred to as
the "file and suspend law." The PSC has 60 days in which to
act on a petition for rate changes. If the PSC desires to
withhold consent, it must indicate the reason. This consent
cannot be withheld for a period longer than 8 months. If no
order is issued at the end of 8 months, the telephone company
must place the new rates into effect under bond or corporate
undertaking subject to refund until a final order is issued by
the PSC. A final order must be issued within 12 months after
the commencement date for final agency action.
Section 364.07, Florida Statutes, authorizes the PSC to review
and approve all intrastate toll settlement agreements, which
must be filed with the commission, and to adjudicate disputes
regarding settlements.
The commission, pursuant to section 350.127, Florida Statutes,
has the authority to fine or penalize any regulated company
under its jurisdiction for violation of any commission rule or
order, or any statute administered by the Commission. However,
the Commission does not have the authority to fine or penalize

lJfiT.C..:

a telephone company which is subject to regulation, but refuses
to apply for a certificate.
Section 364.33, florida Statutes, requires that whenever the
ownership or control of a telephone company changes, a new
certificate must be obtained. Currently, there appears to be
some disagreement concerning what kinds of organizational
changes will trigger the need for a new certificate.
The PSC has the jurisdiction to regulate companies engaged in
cellular mobile radio telephone service except for those areas
of regulation preempted by the F.C.C. Basically, the PSC will
regulate the rates and services of these companies for which a
certificate of convenience or necessity will be required.
B.

Effect of Proposed Changes:
The bill gives the PSC the express statutory authority to
consider the revenues derived from advertising in telephone
directories when establishing rates and provides a method for
considering such revenues. The method provided allows the
telephone company to share in telephone directory profits.
Under the bill, the PSC will continue to include in the rate
base an amount equal to the actual 1982 gross profits plus a
growth factor based on the Consumer Price Index and customer
growth. Gross profits above this amount would be retained by
the telephone company and therefore not included in the rate
base. In the event a telephone company's expense to furnish
directories in 1982 exceeded 40 percent of the gross revenues
derived from its directory advertising, the company's 1982
level of gross profits is to be adjusted to reflect a cost of
40 percent. However, the bill provides that in no event can
the company retain more than one-third of the total gross
profits from directory advertising within its local franchise
area.
Telephone companies would have the option of placing proposed
new rates into effect after the 8-month suspension period.
Under the AT & T antitrust settlement, changes in the
telecommunications industry have made intrastate toll
settlement agreements obsolete. This bill authorizes the PSC
to review contracts for joint provisions of intrastate
interexchange service, the successor to intrastate toll
settlement agreements.
The PSC is authorized to fine or penalize any entity under its
jurisdiction which violates a commission's order, rule, or
statute, regardless of whether or not it has a certificate of
convenience or necessity.
This bill clarifies the provisions of chapter 364, Florida
Statutes, relating to changes in telephone company ownership or
control which require a certificate change.
Explicit authority to regulate competing or duplicative
cellular mobile radio telephone services is granted to the
commission.

II.

ECONOMIC IMPACT AND FISCAL NOTE:
A.

Public:
There is some disagreement on the impact that the directory
advertising provisions of this bill will have on the ratepayers
and the telephone companies themselves. The commission, in a 4
to 1 vote, supports the provisions of this bill which allow a
telephone company to retain as much as one-third of the total
gross revenue for directory advertising. This could allow a
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telephone company to improve its financial condition and
thereby provide a better return to its stockholders. At the
same time, at least two-thirds of the gross revenue from such
advertising will continue to be used to subsidize rates for
local service. The majority view of the commission is that the
inclusion of the specified advertising revenues will continue
to keep local telephone service at an affordable level while
providing an incentive for the telephone companies to remain in
the directory advertising business.
There is, however, a minority dissenting view from the
commission. According to the dissenting commissioner, this
bill will allow the telephone company to substantially increase
its profitability at the expense of the ratepayer. In 1982,
the total gross profit for directory advertising for all
regulated telephone companies was approximately $42 million.
It is argued that if this bill were in effect in 1982,
approximately $15 million would have accrued to the benefit of
the stockholders. That amount, then, would have been borne by
the ratepayers in the form of rate increases.
B.

Government:
The new penalty provision would allow the commission to deal
with violations by an uncertificated company on an
administrative level rather than to seek judicial relief which
is more costly and time-consuming. Ratepayers ultimately
benefit when violations are dealt with in a timely fashion.

III.
IV.

COMMENTS:
AMENDMENTS:

i
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SUMMARY:
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Present Situation:
Chapter 364, Florida Statutes, provides for the regulation of
telephone companies in Florida by the Public Service Commission
(PSC ). Section 364.03, Florida Statutes, requires that the
rates, tolls, contracts and charges of telephone companies be
fair, just, reasonable, and sufficient. When determining the
rates to be charged by a telephone company, section 364.035,
Florida Statutes, requires the PSC to consider the following
criteria:
(1)

Efficiency, sufficiency, and adequacy of facilities;

(2) Energy conservation and the efficient use of alternate
resources;
(3)- Ability to improve service and facilities; and
(4)

Value of service.

Currently, the PSC includes the revenues, investment and
associated costs of directory advertising in a telephone
company's net operating income and rate base when establishing
and setting rates. Southern Bell has recently appealed the
inclusion of directory revenues in the rate base alleging that
the PSC has exceeded its jurisdiction. That case is currently
pending before the Florida Supreme Court.
Section 364.05, Florida Statutes, contains the procedure for
filing rates and rate change requests, commonly referred to as
the "file and suspend law." The PSC has 60 days in which to
act on a petition for rate changes. If the PSC desires to
withhold consent, it must indicate the reason. This consent
cannot be withheld for a period longer than 8 months. If no
order is issued at the end of 8 months, the telephone company
must place the new rates into effect under bond or corporate
undertaking subject to refund until a final order is issued by
the PSC. A final order must be issued within 12 months after
the commencement date for final agency action.
Section 364.07, Florida Statutes, authorizes the PSC to review
and approve all intrastate toll settlement agreements, which
must be filed with the commission, and to adjudicate disputes
regarding settlements.
The commission, pursuant to section 350.127, Florida Statutes,
has the authority to fine or penalize any regulated company
under its jurisdiction for violation of any commission rule or
order, or any statute administered by the Commission. However,
the Commission does not have the authority to fine or penalize
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a telephone company which is subject to regulation, but refuses
to apply for a certificate.
Section 364.33, Florida Statutes, requires that whenever the
ownership or control of a telephone company changes, a new
certificate must be obtained. Currently, there appears to be
some disagreement concerning what kinds of organizational
changes will trigger the need for a new certificate.
The PSC has the jurisdiction to regulate companies engaged in
cellular mobile radio telephone service except for those areas
of regulation preempted by the F.C.C. Basically, the PSC will
regulate the rates and services of these companies for which a
certificate of convenience or necessity will be required.
B.

Effect of Proposed Changes:
The bill gives the PSC the express statutory authority to
consider the revenues derived from advertising in telephone
directories when establishing rates and provides a method for
considering such revenues. The method provided allows the
telephone company to share in telephone directory profits.
Under the bill, the PSC will continue to include in the rate
base an amount equal to the actual 1982 gross profits plus a
growth factor based on the Consumer Price Index and customer
growth. Gross profits above this amount would be retained by
the telephone company and therefore not included in the rate
base. In the event a telephone company's expense to furnish
directories in 1982 exceeded 40 percent of the gross revenues
derived from its directory advertising, the company's 1982
level of gross profits is to be adjusted to reflect a cost of
40 percent. However, the bill provides that in no event can
the company retain more than one-third of the total gross
profits from directory advertising within its local franchise
area.
Telephone companies would have the option of placing proposed
new rates into effect after the 8-month suspension period.
Under the AT & T antitrust settlement, changes in the
telecommunications industry have made intrastate toll
settlement agreements obsolete. This bill authorizes the PSC
to review contracts for joint provisions of intrastate
interexchange service, the successor to intrastate toll
settlement agreements.
The PSC is authorized to fine or penalize any entity under its
jurisdiction which violates a commission's order, rule, or
statute, regardless of whether or not it has a certificate of
convenience or necessity.
This bill clarifies the provisions of chapter 364, Florida
Statutes, relating to changes in telephone company ownership or
control which require a certificate change.
Explicit authority to regulate competing or duplicative
cellular mobile radio telephone services is granted to the
commission.

II.

ECONOMIC IMPACT AND FISCAL NOTE:
A.

Public:
There is some disagreement on the impact that the directory
advertising provisions of this bill will have on the ratepayers
and the telephone companies themselves. The commission, in a 4
to 1 vote, supports the provisions of this bill which allow a
telephone company to retain as much as one-third of the total
gross revenue for directory advertising. This could allow a
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telephone company to improve its financial condition and
thereby provide a better return to its stockholders. At the
same time, at least two-thirds of the gross revenue from such
advertising will continue to be used to subsidize rates for
local service. The majority view of the commission is that the
inclusion of the specified advertising revenues will continue
to keep local telephone service at an affordable level while
providing an incentive for the telephone companies to remain in
the directory advertising business.
There is, however, a minority dissenting view from the
commission. According to the dissenting commissioner, this
bill will allow the telephone company to substantially increase
its profitability at the expense of the ratepayer. In 1982,
the total gross profit for directory advertising for all
regulated telephone companies was approximately $42 million.
It is argued that if this bill were in effect in 1982,
approximately $15 million would have accrued to the benefit of
the stockholders. That amount, then, would have been borne by
the ratepayers in the form of rate increases.
B.

Government:
The new penalty provision would allow the commission to deal
with violations by an uncertificated company on an
administrative level rather than to seek judicial relief which
is more costly and time-consuming. Ratepayers ultimately
benefit when violations are dealt with in a timely fashion.

III.
IV.

COMMENTS:
AMENDMENTS:

l'CB PU6b
A bill to be entitled
2
3

'

An act relating to telephone companies,
creating s. 364.037, Plorida Statutes,
requiring the Public Service Commission to

5

consider certain revenues in establishing

6

rate■, aaending •• 364.05(4), Plorida Statutes,

allowing certain rate• to beco• effective
•
9

10
11

12

under certain conditions,

amending ••

364.07(2), Florida Statutes, authorizing the

Public Service Commission to review intrastate
interexcbange service contract■ and take
certain actions, creating s. 364.28, Plorida

13

Statutes, authorizing th• Public service

1,

Coaai■■ion to impose certain penalties,

16

certain property1 providing for the allocation

11

&Mnding a. 364.33, Plorida Statutes, requiring

15
17
19

20
21
22
23

2'

25

providing that such penalties beco- lien• on

of such penalties in the General Revenue FundJ

a certificate for person■ obtaining ownership
or control of certain telephone property1
adding new subsection (6) to •• 364.335,

Florida Statutes, 1982 supplement, relating to
duplicative or competitive cellular mobile

radio telephone service, providing an effective
date.

JI

'11 B• It Enacted by th• Legislature of the State of Florida:

21

29

Section l.

30 created to reada
31

364.037

Section 364.037, Florida Statutes, is

Telephone Directory Advertising Revenues.-1

PCB PU6b
(1)

The commission shall consider revenues derived

2 fro■ advertising in telephone directories when establishing

3 rate■ for teleco111111unication services.

When establishing such

, rate■, the gross profits from all directory advertising in a

5 coapany•s local franchise area shall be allocated between the
6

regulated and non-regulated portions of the company's

7 operation as provided in this section.
(2) Gro•• profits derived from directory advertising
9 to be included in the calculation of earnings for rate making
8

10 purposes shall be the a1110unt of gro•• profits derived from

11 directory advertising during the year 1982 adjusted, for each

12 aub■equent year, by the con■umer price index as published by
13 the United State• Department of Commerce and by customer
1'

growth.·

(3) Gro•• profit• derived from directory advertising
16 to be allocated to a company•s non-regulated operation shall

15

17

be the gros■ profits in exce■s of the adjusted 1982 amount as

18 determined in accordance with sub■ection (2).

19

(4) Por the purpose of this ■ection, the amount of a
� telephone company's gro■s profits from directory advertising

21 for the year 1982 shall be the actual gro■a profits derived
22 froa ■uch advertising for that year.

If, however, a telephone

23 company•• expense to publish directories in 1982 exceeded 401

U of the gro•• revenues derived from its directory advertising,

25 the company's 1982 level of gross profits shall be adjusted to
26 reflect a publishing coat of 40\ of its 1982 gro■s revenues.

'l/ Thia adjusted 1982 gross profit level shall be utilized, in
21 lieu of actual 1982 gross profits, when making the
29 calculations in subsection (2).

30

(5)

Any profits associated with providing directory

31 advertising service outside the company's franchise area shall
2

PCB PtJ6b
not be considered when determining gross profits derived from
2 directory advertising for rate making purposes.

Any

3 investment or expenses associated with providing directory
, advertising service outside the company's franchise area shall
5 not be recovered through rates for telephone service.
6

(6)

Notwithstanding any provision of this section to

7 the contrary, no less than two-thirds of the total gross
a profits from directory advertising for any year shall be

9 included in the regulated portion of a company's operation

10 when establishing rates.
11

Section 2.

Subsection (4) of s. 364.05, Plorida

12 Statutes, is amended to read:
13

364.05

1, cbargea.- ·
15

(4)

Changing rates, tolls, rentals, contracts, or

Pending a final order by the co-ission in any

16 rate proceeding under this section, the commission may

17 withbold consent to the operation of all or any portion of the
11 new rate schedules, delivering to the telephone company

19 requesting such increase, within 60 days, a reason or written

20 stateMnt of good cause for withholding its consent.

Such

21 conaent shall not be withheld for a period longer than a
22 aontha fro■ the date of filing the new schedules.

The new

23 rates or any portion not consented to may •ha¼i: go into effect
U under bond or corporate undertaking at the end of such period,
25 but the co-1.ssion shall, by order, require such telephone
26 coapany to keep accurate account in detail of all a110unts
� received by reason of such increase, specifying by whoa and in
3 whose behalf such &110unts were paid and, upon completion of

29 hearing and final decision in such proceeding, shall by

30 further order require such telephone company to refund with
31 in.terest at a fair rate, to be determined by the commission in
3

PCB P06b

■uch manner a• it may direct, such portion of the increaaed
2 rate or charge as by its decision shall be found not
3 justified.

Any portion of such refund not thus refunded to

, patrons o� custoMrs of the telephone company shall be
S

refunded or disposed of by the telephone company as the

6 coaaission -y direct, however, no such funds shall accrue to
7 the benefit of the telephone company.

Th• colllllission shall

a take final commission action in the docket and enter its final
9 order within 12 months after the co111119ncement date for final

10 agency action.

Aa used in this section, •commencement date

11 for final agency action• •an• the date upon which it has been
12 deterained by the commission or its de■ignee that the
13 telephone company has filed with the clerk the minimum filing

1, requireaents as established by rule of the commission.

Within

15 30 days after receipt of the application, rate request, or

16 other written document for which the commencement date for

17 final agency action is to be established, the co-ission or

18 its designee shall either determine the commencement date for
19 final agency action or issue a stateMnt of deficiencies to

20 the applicant, specifically listing why the applicant has
n failed to aeet the ainimum filing require•nts.

The statement

22 of deficiencies shall be binding upon the co-i■sion to the
73 extent that, once the deficiencie■ in the statement are
2,

satisfied, the commencement date for final agency action shall

25 be proaptly established as provided in thia section.
26

'l'hereafter, within 15 days after the applicant indicate■ to

the co-iHion that it believes that it has Mt the minimum

21

filing require•nts, the commission or its designee shall

29 either determine the coamencement date for final agency action

30 or specifically enumerate in writing why the requirements have

31 not been Mt, in which case this procedure shall be repeated

PCB P06b

until the collllll8ncement date for final agency action is
2

When the commission initiates a proceeding, the

e•tabliahed.

3

co-ncement date for final agency action shall be the date

4

upon which the order initiating the proceeding is issued.

5

6
7

Section 3.

Statutes, is amended to read:
364.07
(2)

9

10
11

12
13

14

15
16

17

1•

19

20
21

22
D

sub•ection (2) of section 364.07, Plorida

Joint contract•, intrastate interexchange

'l'be comission is authorized to review contracts

for joint provision of intrastate interexchanae service

11••..••H-MJrl-..••....11.-�.....,... and

..

may disapprove any

such contract �........ if such contract �ne..1141 is

detriMntal to tbe public interest.

The commission may also

require tbe filing of all necessary report• and information

pertinent to joint provision contracts •11••••••..-Mli-re•e111te
-...H..ftff.

The commission 1• also authorized to adjudicate

disputes among telephone companies regarding such contracts or
the enforceMnt thereof •11••••••4Ht-M.eect-•n¼e•e¼en•
N4141..aeltff.

In such disputes, the Commission may assess

interest, at a rate it shall determine.

Section 4.

Section 364.28, Plorida Statutes, is

created to read:

364.28 Penalties.--'?he co111111ission shall have the pcwer

to impose upon any entity subject to its jurisdiction under
25

this chapter that is found to have refused to comply with or

JI

to have willfully violated any lawful rule or order of the

11

commission or any provision of this chapter a penalty for each

29

imposed, and collected by the commission, or the commission

21

30
31

offense of not more than $5,000, which penalty shall be fixed,

aay, for any such violation, at1end, suspend or revoke any
certificate issued by the commission.
5

Each day that such
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refusal or violation continues shall constitute a separate

2 offense.

Bach penalty shall be a lien upon the real and

3 personal property of the entity, enforceable by the commission

, a■ a statutory lien under chapter

as.

Collected penalties

s ■hall be depo■ited in the General Revenue Funds unallocated

6 monie■•
Section 5.

Section 364.33, Florida Statutes, is

a ...nded to reads

9

364.33 Certificate of necessity prerequisite to

10 construction, operation or control of telephone line, plant,

11 ay■tea.-Ro person shall hereafter begin the con■truction or
12 operation of any telephone line, plant or system, or any
13 extension thereof, or acquire ownership or control thereof, .!n,
1, whatever manner, including the acquisition, transfer, or

15 a■■igwnt of majority organizational control or controlling
16 stock ownership

•••he•◄•e-eee•�◄•-•••reeel1', without first

17 obtaining fro■ the comiaission a certificate that the present

18 or future public convenience and necessity require or will

19 require such construction, operation or acquisitionr provided
20 sa. 364.32-364.40 shall not require, nor ■ball it be so
n con■trued a■ to require, any such person to secure a
22 certificate for an exten■ion within any municipality within
23 wbicb ■uch person has heretofore lawfully co11111enced

2' operations, or for any extension within or to territory

25 already served by such person, necessary in the ordinary
l' course of buainess, or for sub■titute facilities within or to
� any aunicipality or territory already served by sucb person,
21 or for any extension into territory contiguous to that already
29 served by such person and not receiving similar service from

30 another such person when no certificate of convenience and
31 neces■ity has been issued to or applied for by any other

'

----··
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1

per■on, or for the acquisition and operation of any line,

2

plant or system heretofore constructed or hereafter

3

constructed under authority of a certificate of convenience

,

and necea■ity hereafter i■aued or for the con■truction of

5

which no such certificate was, under the provision• of this

6
7

law, required.

Section 6.

Sub■ection (6) is added to section 364.335,

I Plorida Statutes, 1982 supplement, to reads
9

364.335 Application for certificate.(6)

Notwithstanding any provision of this section to

11

the contrary, the commission may grant a certificate to a

13

cellular 110blle radio telephone ■ervlce •

12 coapany which will be providing duplicative or competitive

u

section 7.

Tbia act ■ball take effect October l, 1983.
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Chapter 364 requires that ffrates, tolls, contracts, and
charges of••• telephone companies ••• be fair, just,
reasonable, and sufficient••• ff The PSC includes the
revenues, investment and associated costs of directory
advertising in a telephone company's net operating income
and rate base when setting rates. Southern Bell has
appealed the. inclusion of directory revenues in the rate
base alleging that the commission has exceeded its
jurisdiction. The case is currently pending before the
Supreme Court. Section 364.035 provides very general
categories of items to be considered by-the PSC in setting
rates, aod directory revenues are not mentioned
specifically.
When a telephone company requests a rate adjustment, the
commission can withhold its consent to the proposed new
rates for up to eight months while it considers the
application. If the commission has not acted on the
application within. 8 months, the new rates must be
implemented, even if the company would. prefer. to wait for
the commission ruling.
Whenever the PSC considers an issue which affects a
company's rates, a full blown rate case must be initiated.
There are some situations where issues could be handled in
a more limited proceeding.
Under the A.T.&T. anti-trust settlement, changes in the
telecommunications industry have made intrastate toll
settlement agreements obsolete. New contracts will be
developed to handle long-distance service charges between
companies.
The commission does not have authority to fine or
otherwise penalize a telephone company which is subject to
regulation but which refuses to apply for a certificate.

,
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Whenever ownership or control of a telephone company
changes, a new certificate must be obtained. There is
some disagreement concerning what kinds of organizational
changes will trigger the need for a certificate
application
The PSC ha� the authority to regulate telephone companies
that are in competition with each other. Deregulation
will allow competing services, and there is currently no
authority to regulate telecommunications services.
B.

Effect on Present Situation

The bill provides specific authority for the consideration
of directory advertising revenues in the rate setting
process. Telephone companies would have the option of
placing proposed new rates into effect after the 8 month
suspension period.
I

The commission is given authority to conduct limited
proceedings which will allow a more expedient. handling of
issues� The commission is also authorized to review
contracts for joint provision of intrastate interexchange
service, the successor to intrastate toll settlement
agreements.
Telephone companies which are subject to PSC jurisdiction
but which refuse to obey laws, rules, or PSC orders may be
penalized and fined by the commission. The language in
the bill is identical to s. 366.095 affecting electric and
gas utilities. Language is clarified relating to changes
in telephone company ownership or control which require an
application for a new operating certificate.
The authority to regulate competing or duplicative
services is given to the commission to allow it to keep up
with changing developments in the telecommunications
industry.
II�

-�RIVATE SECTOR/ST��E{LOCAL FISCAL IMPACT

A.

Private Sector Impact

Two provisions of the bill offer potential savings to
companies. The use of a limited proceeding will reduce
the expense of conducting a full-scale rate case. Since
these costs are passed on to rate payers, any savings
would benefit them, too. The option of not implementing
new rates after the 8 month suspension period expires
allows the company to save administrative and interest
costs that would be associated with any refund required by
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the final PSC order on the rate case. Neither of these
potential savings can be quantified. Rate payers would
benefit from the reduced expenses of regulated companies.
Companies not currently subject to penalties and fines by
the PSC would become liable for fines of up to $5,000 per
violation.·
B.

State Fiscal Impact

The use of limited proceedings would reduce the costs of
the PSC to some extent.
III.

IV.

COMMENTS

There is a potential fiscal impact related to the
inclusion of telephone directory revenues in the rate
base. If the Supreme Court rules that the practice is
outside PSC authority, and no legislation remedies the
situation, rate payers would make up the difference. As
an example, Southern Bell had $64 million in annual
directory revenues figured into their rate base.
Eliminating that amount from the rate base would have cost
each rate payer an additional estimated-$29 a year or
about $2.40 a month.
AMENDMENTS

None
Prepared by:Chris Haughee
Staff Dir.ector:Bill R.zan
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I.

SUMMARY

A.

Present Situation

Chapter 364 requires that •rates, tolls, contracts, and
charges of•••telephone companies•••be fair, just,
reasonable, and sufficient••• • The PSC includes the
revenues, investment and associated costs of directory
advertising in a telephone company's net operating income
and rate base when setting rates. southern Bell has
appealed the inclusion of directory revenues in the rate
base alleging that the commission has exceeded its
jurisdiction. The case is currently pending before the
Supreme Court. Section 364.035 provides very general
categories of items to be considered by the PSC in setting
rates, and directory revenues are not mentioned
specifically.
When a telephone company requests a rate adjustment, the
commission can withhold its consent to the proposed new
rates for up to eight months while it considers the
application. If the commission has not acted on the
application within 8 months, the new rates must be
implemented, even if the company would prefer to wait for
the commission ruling.
Under the A.T.&T. anti-trust settlement, changes in the
telecommunications industry have made intrastate toll
settlement agreements obsolete. New contracts will be
developed to handle long-distance service charges between
companies.
The commission does not have authority to fine or
otherwise penalize a telephone company which is subject to
regul.ation but which refuses to apply for a certificate.
Whenever ownership or control of a telephone company
changes, a new certificate must be obtained. There is
some disagreement concerning what kinds of organizational
changes will trigger the need for a certificate
application
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The PSC has the jurisdiction to regulate companies engaged in
cellular mobile radio telephone service except for those
areas of regulation pre-empted by the F.C.C. (technical
standards, market structure, qualifications). The F.C.C.
will allow two cellular mobile radio telephone service
systems in each Standard Metropolitan Statistical Area
(SMSA), one of which will be for the local telephone
company. The other system will be certificated based on
qualifications.
B.

Effect on Present Situation

The bill provides a method for considering directory
advertising revenues when establishing rates. Telephone
companies would have the option of placing proposed new
rates into effect after the 8 month suspension period.
The commission is authorized to review contracts for joint
provision of intrastate interexchange service, the
successor to intrastate toll settlement agreements.
Telephone companies which are subject to PSC jurisdiction
but which refuse to obey laws, rules, or PSC orders may be
penalized and fined by the commission. The language in
the bill is identical to s. 366.095 affecting electric and
gas utilities. Language is clarified relating to changes
in telephone company ownership or control which require an
application for a new operating certificate.
The authority to regulate competing or duplicative
cellular mobile radio telephone services is given to the
commission to allow it to keep up with changing
developments in the telecommunications industry and F.C.C.
rulings.
II.

PRIVATE SECTOR/STATE/LOCAL FISCAL IMPACT

A.

Private Sector Impact

The method for allocating directory revenues allows
companies to share in the profits. It is not possible to
quantify this impact. The option of not implementing new
rates after the 8 month suspension period expires allows
the company to save administrative and interest costs that
would be associated with any refund required by the final
PSC order on the rate case. Neither of these potential
savings can be quantified. Rate payers would benefit from
the reduced expenses of regulated companies.
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Companies not currently subject to penalties and fines by
the PSC would become liable for fines of up to $5,000 per
violation.
III.

COMMENTS

There is a potential fiscal impact related to the
inclusion of telephone directory revenues in the rate
base. If the Supreme Court rules that the practice is
outside PSC authority, and no legislation remedies the
situation, rate payers would make up the difference. As
an example, Southern Bell had $64 million in annual
directory revenues figured into their rate base.
Eliminating that amount from the rate base would have cost
each rate payer an additional estimated $29 a year or
about $2.40 a month.
IV.

AMENDMENTS

None
Prepared by:Chris Haughee
Staff Director:Bill Ryan
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A.

Present Situation

Chapter 364 requires that •rates, tolls, contracts, and
charges of •••telephone companies••• be fair, just,
reasonable, and sufficient ••• • The i'SC includes the
revenues, investment and associated costs of directory
advertising in a telephone company's net operating income
and rate base when setting rates. ·southern Bell has
appealed the inclusion of directory revenues in the rate
base alleging that the commission has exceeded its
jurisdiction. Th• case is currently pending before the
Supreme Court. Section 364.035 provides very general
categories of items to be considered by the PSC in setting
rates, and directory revenues are not mentioned
specifically.
When a telephone company requests a rate adjustmaat, the
commission can withhold its consent to the proposed new
rates for up to eight months while it considers the
application. If the commission has not acted on the
application within 8 months, the new rates must be
implemented, even if the company W0u.ld prefer to wait for
the commission ruling.
Onder the A.T.,T. anti-trust settlement, changes in t.�e
telecommunications industry have made intrastate toll
settlement agreements obsolete. New contracts will be
developed to handle long-distance service charges bet�een
companies.

The commission does not have authority to fine or
otherwise penalize a telephone company which is subject to
regulation but which refuses to apply for a certificate.
Whenever ownership or control of a telephone company
changes, a new certificate must be obtained. There is
some disagreement concerning what kinds of organizational
changes wili trigger the need for a certificate
application
The i'SC has the jurisdiction to regulate companies engaged
in cellular mobile radio telephone service except for
those areas- of regulation pre-empted by the r.c.c.
(�echnical standards, market structure, qualifications).
The r.c.c. will allow two cellular mobile radio telephone
service systems in each Standard Metropolitan Statistical
Area (SMSA), one of which will be for the local telephone
company. The other system will be certificated based on
qualifications.
B.

Effect on Present Situation

The bill provides a method for considering directory
advertising revenues when establishing rates. Telephone
companies would have the option of placing proposed new
rates into effect after the 8 month suspension period.
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Th• commission is authorized to review contracts for joint
provision of intrastate interexchange service, the
sqccessor to intrastate toll settlement agreements.
Telephone companies wbicb are subject to PSC jurisdiction
but whi�b refuse to obey laws, rules, or PSC orders may be
penaliz� and fined by the commission. The language in
the bill is identical to s. 366.095 affecting elect:ic and
gaa utilities. Language is clarified relating to changes
in telephone ccmpany ownership or control whicb require an
application for a new operating certificate.
Tb• authority to regulate competing or duplicative
cellular mobile radio telephone services is given to the
commission to allow it to keep up with changing
developments in tbe telecommunications industry and r.c.c.
rulings.
II.

PRIVATE SECTOR/�TA'n:LLOCAL__ r��CAL IMPAC'r

A.

Private S ector Impact

The metbod for allocating directory revenues allows
companies to share in the profits. Under the proposal,
the commission will continue to include in the rate base
an amount equal to actual 1982 gross profits plus a growth
factor based on the consumer price index and customer
growth. Gross profits above.this amount will not be
included in the rate base, and the company will be able to
use it in any manner they choose. There are three
possible •artificial• adjustments to this basic formula:
(l) 1982 gross profits will not be less than 601 of gross
revenues. That is, the cost to furnish directories will
be capped at 40, of 1982 gross revenues: (2) If a company
experiences tremendous growth in gross profits, the amount
to be included in the rate base will not be less than two
thirds of gross profits: (3) If actual gross profits fall
below l982 levels, only the profits actually earned will
be taken into rate base. Compare the examples below,
1982
Gross Revenues
Ext)enses
Gross Profits

All11:. L'l Ra.ta :lase
Amt, for Company

$ 90M
30M
60M
60M

$ 90M
38M
52M
54M

so so

l983-a�sume l0I growth �ac�or
Sll0M
35M
75M
6�M

sm

SlSSM
35M
120M
80M
$ 40M

The option of not implementing new rates after the 8 month
suspension period expires allows the company to save
administrative and interest costs that would be associated
with any refu.nd tequired by the final PSC order on the
rate case.
Rate payers would benefit from the reduced
expenses of regulated companies.
Companies not currently subject to penalties and fines by
the PSC would become liable for fines of up to $5,000 per
violation.
III.

COMMENTS

There is a potential fiscal impact telated to the

inclusion of telephone directory revenues in the rate
base. If the Supreme Court rules that the practice is
outside PSC authority, and no legislation remedies the
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situation, rate payers would make up the difference. A•
an example, southe�n Bell had S64 million in aMual
directory revenues figured into their rate base.
Eliminating that amount from the rate base would have cost
each rate payer an additional estimated S29 a year or
about $2.40 a month.
i

IV.

AMENDMENTS

None

Prepared by:Chris Raughee
Staff Oirector:aiil R�an
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3

creating s. 364.037, Florida Statutes,

4

requiring the Public Service Commission to

5

consider certain directory advertising revenues

6

in establishing rates; amending s. 364.05(4),

1.4
1.6

Florida Statutes, �llowing certain rates to
8

become effective under certain conditions�

1.7

9

amending s. 364.07(2), Florida Statutes,

1.8

10

authorizing the Public Service Commission to

11

review intrastate interexchange service

12

contracts and take certain actions; creating s.

13

364.285, Florida Statutes, authorizing the

14
15

penalties; providing that such penalties become
liens on certain property; providing for the

17

deposit of such penalties in the General

18

Revenue Fund unallocated; amending s. 364.33,

19

Florida Statutes, requiring a certificate of
necessity for persons obtaining ownership or

21

control of certain telephone property; adding

22

subsection. (6) to s. 364.335, Florida Statutes,

23

1982 Supplement, relating to duplicative or

24

competitive cellular mobile radio telephone

25

service; providing for future review and

26

repeal; providing an effective date.

2

7

20 1· Be It Enacted by the Legislature of the State of Florida:
291

30

31

1.10

Public Service Commission to impose certain

16

20

1.9

Section 1.

Section 364.037, Florida Statutes, is

created to read:
1
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1.11
1.12

1.14
1.15
1.16
1.17
l:enc
1.18

191-296-4-3
364.037
2

(1)

Telephone:directory advertising revenues.-

The commission shall consider revenues derived

3

from advertising in telephone directories when establishing

4

rates for telecommunication services.

5

rates, the gross profits from all directory advertising in a

6

company's local franchise area shall be allocated between the

7

regulated and nonregulated portions of the company's operation

8
9
10
11
12

When establishing such

l:lus
1.2 1
1.22
1.23
1.24

as orovided in this section.
(2)

Gross profits derived from directory advertising

to be included in the calculation of earnings for rate-making

1.26
l.27

purposes shall be the amount of gross profits derived from
directory advertising during the year 1982 adjusted, for each

1.29

l3

subsequent year, by the Consumer Price Index as published by

14

the United States Department of Commerce and by customer

1.30

growth or, if lesser, the amount of gross profits actually

1.31

15
16

17
18

19

derived from directory advertising in the local franchise area
for the year.
(3)

1.32

Gross profits derived from directory advertising

1.34

to be allocated to a companv's nonregulated operation shall be

20

the gross profits in excess of the adjusted 1982 amount, as

1.35

21

determined in accordance with subsection (2).

1.36

22

(4)

For the purpose of this section, the amount of a

23

telephone company's gross profits from directory advertising

24

for the year 1982 shall be the actual gross profits derived

25

from such advertising for that year.

26

comoany's expense to furnish directories in 1982 exceeded 40

27

percent of the gross revenues derived from its directory

28

advertising, the company's 1982 level of gross profits shall

29

be adjusted to reflect a cost of 40 percent of its 1982 gross

30

revenues.

If, however, a telephone

This adjusted 1982 gross profit level shall be

31
2
CODING: Words in�� type ore deletions from existing low; words underlined ore additions.

l:lus
1.38
1.39
1.40

1.42
1.43

191-296-4-3
utilized, in lieu of actual 1982 gross profits, when making
2
3

1.44

the calculations in subse�tion (2).
(5)

Any profits associated with providing directory

1.46

4

advertising service outside the companv's franchise area shall

5

not be considered when determining gross profits derived from

1.47

6

directory advertising for rate-making purposes.

1.48

Any

investment or expenses associated with providing directory
8

advertising service outside the company's franchise area shall

1.49

9

not be recovered through rates for telephone service.

1.50

10

11

(6 )

Notwithstanding any provision of this section to

the contrary, no less than two-thirds of the total gross

12

profits from directory advertising within its local franchise

13

area for any year shall be included in the regulated portion

14

of a company's operation when establishing rates.

15

16
17

Section 2.

Subsection (4) of section 364.05, Florida

Statutes, is amended to read:
364.05

18

charges. --

19

(4)

l:lus
l.52
1.55
1.56
1.57

Changing rates, tolls, rentals, contracts, or

Pending a final order by the commission in any

1.58
1.59

20

rate proceeding under this section, the commission may

21

withhold consent to the operation of all or any portion of the

1.60

22

new rate schedules, delivering to the telephone company

1.61

23

requesting such increase, within 60 days, a reason or written

24

statement of good cause for withholding its consent.

25

consent shall not be withheld for a period longer than 8

26

months from the date of filing the new schedules.

27

rates or any portion not consented to may, at the option of

J.. 67

28

the company, sha�� go into effect under bond or corporate

1.70

29

undertaking at the end of such period, but the commission

1.71

30

shall, by order, require such telephone company to keep

31

accurate account in detail of all amounts received by reason

Such

The new

3
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of such increase, specifying by whom and in whose behalf such

1.73

2

amounts were paid and, upon completion of hearing and final

1.74

3

decision in such proceeding, shall by further order require

4

such telephone company to refund with interest at a fair rate,

1.76

5

to be determined by the commission in such manner as it may

1.77

6

direct, such portion of the increased rate or charge as by its

7

decision shall be found not justified.

8

refund not thus refunded to patrons or customers of the

1.80

9

telephone company shall be refunded or disposed of by the

1.81

10

telephone company as the commission may direct; however, no

11

such funds shall accrue to the benefit of the telephone

1.83

12

company.

1.84

13

the docket and enter its final order within 12 months after

2.1

14

the commencement date for final agency action.

2.2

15

this section, "commencement date for final agency action"

16

means the date upon which it has been determined by the

2.4

17

commission.or its designee that the telephone company has

2.5

18

filed with the clerk the minimum filing requirements as

19

established by rule of the commission.

20

receipt of the application, rate request, or other written

21

document for which the commencement date for final agency

22

action is to be established, the commission or its designee

23

shall either determine the commencement date for final agency

2.10

24

action or issue a statement of deficiencies to the applicant,

2.11

25

specifically listing why the applicant has failed to meet the

2.12

26

minimum filing requirements.

2.13

27

shall be binding upon the commission to the extent that, once

20

the deficiencies in the statement are satisfied, the

2.14

29

commencement date for final agency action shall be promptly

2.15

established as provided in this section.

2.17

3
01 I
3

Any portion of such

The commission shall take final commission action in
As used in

Within 30 days after

The statement of deficiencies

Thereafter, within

15 days after the applicant indicates to the commission that
4
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it believes that it has met the minimum filing requirements,

2.18

2

the commission or its designee shall either determine the

3

commencement date for final agency action or specifically

2.19

4

enumerate in writing why the requirements have not been met,

2.21

5

in which case this procedure shall be repeated until the

6

commencement date for final agency action is established.

2.23

When the commission initiates a proceeding, the commencement

2.24

a

date for final agency action shall be the date upon which the

2.26

9

order initiating the proceeding is issued.

10

11
12

13
14

Section 3.

Subsection (2) of section 364.07, Florida

2.28

Statutes, is amended to read:
364.07

Joint contracts; intrastate interexchange

service contracts eeii-feYefttte-see�±effieR�-agfeemeR�e.-(2)

The commission is authorized to review contracts

2.29
2.30
2.32

15

for joint provision of intrastate interexchange service

2.34

16

±fltfaseaee-ee!!-seee!emeAe-a�feemeRes and may disapprove any

2.35

17

such contract a��eemeAe if such contract a�feemeRe is

l:lus

18

detrimental to the public interest.

2.40

19

require the filing of all necessary reports and information

w

pertinent to joint provision contracts ±Refaseaee-ee!!-�eveRtte

21

see�±effleRes.

The commission may also

The commission is also authorized to adjudicate

l:lus
2.42

22

disputes among telephone companies regarding such contracts or

2.43

23

the enforcement thereof ±Refaseaee-ee!eeemmttA±ea�ieRe

2.44

24

seeelemeRes.

2.45

25

interest, at a rate it shall determine.

26

27
20

In such disputes, the commission may assess

Section 4.

Section 364.285, Florida Statutes, is

2.47

c.reated to read:
364.285

Penalties.--The commission shall have the

29

power to imoose uoon any entity subject to its jurisdiction

30

under this chapter that is found to have refused to comply

31

2.46

with or to have willfully violated any lawful rule or order of
5
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the commission or any provision of this chapter a penalty for
2

each offense of not more than $5,000, which penalty shall be

2.52

3

fixed, imposed, and collected by the commission; or the

2.53

4

commission may, for any such violation, amend, suspend or

5

revoke any certificate issued by the commission.

6

that such refusal or violation continues shall constitute a
separate offense.

Each day

Each penalty shall be a lien upon the real

2.54

2.55

s

and personal property of the entity, enforceable by the

2.56

9

commission as a statutory lien under chapter 85.

2.57

10

penalties shall be deposited in the General Revenue Fund

11

unallocated.

12
13
14

Collected

Section 364.33, Florida Statutes, is

2.57

Certificate of necessity prerequisite to

2.58

Section 5.
amended to read:
364.33

15

construction, operation or control of telephone line, plant,

2.59

16

system.--No person shall hereafter begin the construction or

2.60

17

operation af any telephone line, plant or system, or any

2.61

18

extension thereof, or acquire ownership or control thereof, in

2.62

19

whatever manner, including the acquisition, transfer, or

20

assignment of majority organizational control or controlling

2.63

21

stock ownership e±�he�-e±�eeely-e�-±fle±�eee!y, without first

2.66

22

obtaining from the commission a certificate that the present

2.68

23

or future public convenience and necessity require or will

2.69

24

require such construction, operation or acquisition; provided

2.70

25

ss. 364.32-364.40 shall not require, nor shall it be so

26

construed as to require, any such person to secure a

2. 71

27

certificate for an extension within any municipality within

2.72

20

which such person has heretofore lawfully commenced

29

operations, or for any extension within or to territory

2.73

30

already served by such person, necessary in the ordinary

2.74

31

course of business, or for substitute facilities within or to

2. 75

6
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any municipality or territory already served by such person,

2.76

2

or for any extension into territory contiguous to that already

3

served by such person and not receiving similar service from

2. 77

4

another such person when no certificate of convenience and

2.78

5

necessity has been issued to or applied for by any other

2.79

6

person, or for the acquisition and operation of any line,
plant or system heretofore constructed or hereafter

2.80

s

constructed under authority of a certificate of convenience

2.81

9

and necessity hereafter issued or for the construction of

2.82

10

which no such certificate was, under the provisions of this

11

law, required.

12
13
14
15
16

2.83

Section 6.

Subsection (6) is added to section 364. 335,

Florida Statutes, 1982 Supplement, to read:
364.335
(6)

Application for certificate.--

Notwithstanding any provision of this section to

3.1
3.2
3.2
3.3

the contrary, the commission may grant a certificate to a

17

company which will be providing duolicative or competitive

3.4

JS

cellular mobile radio telephone service.

3.5

19

Section 7.

Each section which is added to chapter 364,

3.5

20

Florida Statutes, by this act is repealed on October 1, 1989,

3.6

21

and shall be reviewed by the Legislature pursuant to s. 11.61,

3.7

n

Florida Statutes.

23

Section 8.

This act shall take effect October 1, 1983.

24
25
26
27
20
29
30
31

7
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2

4
5

6

8
9
10
11
12
13
14
15
16
17
18
19

*****************************************

l:hbs

HOUSE SUMMARY

l:hbs

With respect to the regulation of telephone companies by
the Florida Public Service Commission:
(1) Requires the commission to consider certain
directory advertising revenues in establishing rates, and
provides criteria for determination thereof.
(2) After the commission has withheld consent for 8
months from the date of filing new rate schedules, allows
changes in rates, tolls, rentals, contracts, or charges to
go into effect under bond or corporate undertaking under
certain conditions, at the option of the telephone company.
(3) Authorizes the commission to review intrastate
interexchange service contracts, approve or disapprove same,
and adjudicate disputes among telephone companies regarding
such contracts or the enforcement thereof. In such
disputes, authorizes the commission to assess interest.
(Current terminology provides for review of "intrastate toll
revenue settlement agreements.")
(4) Authorizes the commission to impose penalties of
up to $5,000 for each occurrence of a violation of any of
its lawful rules or orders or to suspend or revoke
certificates of necessity issued by it. Provides that any
such penalty shall be a lien upon the real and personal
property of the violator, and provides for disposition of
moneys collected.
(5) Requires persons acquiring, transferring, or
assigning majority organizational control or controlling
stock ownership of a telephone line, plant, or system to
obtain a certificate of necessity from the commission prior
thereto.
(6). Authorizes the commission to grant a certificate
of necessity to a company which will be providing
duplicative or competitive cellular mobile radio telephone
service.

20
21
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